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PART I1 - CHAPTER 1000 

BASIS FOR REIMBURSEMENT 

1001. General 

This chapter provides an explanationof the Division's reimbursement 
methodology. 

1002.Reimbursement Methodolow 

A facility's Actual Reimbursement Rateis the amount the Division will 
reimburse to a facility for nursing services rendered to a particular eligible 
patient for one patient day and is calculatedby subtracting Patient Income 
from Total Allowed Per Diem Billing Rate.The Actual Reimbursement 
Rate is always subjectto prospective adjustmentto effectuate the policies 
described in this chapter. In addition, it is subjectto retroactive 
adjustment accordingto the relevant provisionsof Chapter 400 and 
Section 504of Part Iof this manual. 

1002.1Definitions 

a. IncomePatient is that dollar amountshown on the 
Summary Notificationletter issued by the 
Department of Family and Children Services 
(DFCS). Refer to the Billing Manual for Nursing 
Facility Services for information about the 
Summary Notification letter. The patient's income 
is deducted in fullfrom the Medicaid 
reimbursement rate until the incomehas been 
exhausted. 

b.TotalAllowedPerDiemBillingRate is the amount 
derived from the ratesetting process, as defined in 
Sections 1002.2 and 1002.3. 

C. 	 Anursingfacility is an institutionlicensedand 
regulated to provide skilled care, intermediate care, 
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or intermediate care servicesfor the mentally 
retarded in accordance withthe provisions of this 
Manual. For reimbursement purposes, effective 
October 1, 1990, nursing facilities including 
hospital based facilitiesare divided into four types 
based upon the mixof Medicaid patients residing in 
the facilities on September 30, 1990, and after. The 
type classificationof a nursing facility may change 
as described inthis chapter. The types are described 
below: 

1. 

2. 

3. 

Level I Nursing Facilities- These facilities 
provide skilled and intermediate nursing 
care continuously, but do not provide 
constant medical and support services 
available inan acute care facility or hospital. 
At least 60% of Medicaid patients in these 
facilities receive skilled levelof care 
services. 

Level 11Nursing Facilities - These facilities 
are often referredto as intermingled care and 
provide skilled and intermediate nursing 
care on a continuous basis. Skilled levelof 
care services are provided for up to60% of 
Medicaid patientsin these facilities. 

IntermediateCareFacilities for theMentally 
Retarded (ICF-MR) - These facilities 
provide care to patients that are mentally 
retarded. 

d.CostCenterrefers to one of five groupings of 
expenses reportedon Schedule B-2 of the "Nursing 
Home Cost Report UnderTitle XIX," hereinafter 
referred to as the Cost Report. Specifically, 
expenses for the five costcenters are reported in 
Column 3 of the Schedule as Routine and Special 
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Services (Lines17 and 77),Dietary (Line 89), 
Laundry and Housekeeping and Operation and 
Maintenance of Plant (Lines109 and 123), 
Administrative and General 
(Line 169), and Property and Related (Line1 86). 
See 
hospital-based andstate institutions cost reports for 
appropriate cost centerexpense groupings, 

e.DistinctPartNursingFacilitiesarefacilitiesin 
which a 
portion operatesas a LevelI or Level II nursing 
facility and another portion operates separatelyas an 
intermediate care facilityfor the mentally retarded. 

f.TotalPatientDaysarethenumber of daysreported 

g. 

by the facility on Schedule A, Line 13, Column8 of 
the Cost Report subjectto correction or adjustment 
by the Division for incorrectly reported data. 

Hospital-BasedNursingFacilities - A nursing 
facility is hospital-based when the following 
conditions are met: 

The facility is affiliated with an acute care 
hospital thatis enrolled withthe Division in 
the Hospital Services Program. 

The facilityis subordinateto the hospital 
and operatedas a separate and distinct 
hospital division whichhas financial and 
managerial responsibilitiesequivalent to 
those of other revenue producing divisions 
of the hospital. 

The facility is operated with the hospital 
under common ownership and governance. 
The long-term care facility, as a divisionof 
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4) 

the hospital, mustbe responsible to the 
hospital's governing board. 

The facility is financiallyintegratedwiththe 
hospital as evidenced by the utilizationof 
the hospital's general and support services. 
A minimumof four services from Section A 
and two services from Section B below must 
be shared with the hospital. 

Section A 

a benefitsemployee 
b) servicescentral and supply 

dietary c) 
d)housekeeping 
e) andlaundrylinen 
f) maintenanceand repairs 

Section B 

a)accounting 
b)admissions 
c)collections 
d)dataprocessing 
e)maintenance of personnel 

Facilities must provide 
organizational evidence 
demonstrating thatthe above 
requirements of 4) have been met. 
This evidence willbe used to 
determine which facilitieswill be 
hospital-based. 

Evidence thatthe required numberof 
services in Sections A and B are 
shared withthe hospital must be 
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included in the hospital's Medicare 

cost report. 


Appropriate costs should be 

allocated to the nursing home and the 

Medicare cost report must
be 
approved bythe Medicare 
intermediary. 

In making the determination that a 
long-term care facility is hospital­
based, collocation is not an essential 
factor; however,the distance 
between the facilities must be 
reasonable as determined bythe 
Division or its agents. 

The Divisionwill recover the 
monetary difference reimbursed to 
the facility between hospital-based 
and freestandingstatus for any time 
period the facility does notqualify 
for hospital-based status. 

To change classification to hospital­
based from another class,or to enroll 
in the programas a hospital-based 
provider, the following restrictions 
apply in additionto the requirements 
described above: 

(A)Only one hospital-based 
nursing facilityper hospital is 
allowed. 

(E3) 	 Any costincreasesforthe 
change to the hospital-based 
classification willbe 
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h. 

reimbursed when the first 
filed Medicare cost reportis 
used to file the Medicaid 
cost reportto set a per diem 
rate. 

Nursing facilities classifiedas 
hospital-based priorto July 1, 1994, 
will be exempt from the above 
additional requirements. Hospitals 
which currently have more than one 
hospital-based nursing facility will 
not be allowed to include any 
additional hospital-based facilities. 

PropertyTransaction is the sale of afacility 
or of a provider;the lease of a facility; the 
expiration of a lease of a facility; the 
construction of a new facility; an addition to 
the physical plantof a facility;or any 
transaction, other than changeof ownership 
of a providerdue solely to acquisition of 
capital stock,or the merger of a provider 
with another legal entity (statutory merger). 
For purposesof reimbursement, asale shall 
not include any transactionin which 
acquisition is less than 5 1% of a partnership 
or proprietorship, or accomplished solely by 
acquisition of the capital stockof the 
corporation without acquisitionof the assets 
of that corporation.The effective date of any 
Property Transaction shallbe the latestof all 
of the followingevents which are applicable 
to the transaction: 

1.The effective date of thesale or the 
lease. 
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2. 

3. 

4. 

5.  

6. 

7. 

The firstdayapatientresidesinthe 
facility. 

The date of thewrittenapproval by 
the Division of Health Planningof 
the relevant proposal. 

Theeffective date of licensingbythe 
Georgia Departmentof Human 
Resources Standards and Licensure 
Unit. 

Theeffectivedate of the Statement 
of Participation in the Georgia 
Medical Assistance Program. 

The date on whichphysical 
construction is certified completeby 
whichever agency(ies)idare 
responsible forthis determination. 

Thedate of the approval of a 
Certificate of Need by the Division 
of Health Planning. 

1. 
 GrossSquareFootage is the outside 
measurement of everything under roofa 
which is heated and enclosed. When the 
Division issuesthe provider arate under the 
Dodge Index Property System, is a 
tentative rate based uponthe data previously 
submitted to the Division for verification. 
The data received on gross square footage 
and age of a facilityare subject to audit 
review (along with other parameters which 
affect the billing rate calculation). 
Documentation should include but be 
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k. 


SupersedesDate Approval 
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limited to blueprints, architect plans, 
certified appraisals, etc. 

&is the original date abuilding was 
completed countedby years through 
December, 1983with no partial year 
calculations. For facilitieswithbuildings 
constructed in different years,the composite 
age of the facilityis computed using the 
number of square feet contained in each unit 
to produce a weighted average age. 

Costis theexpenseincurredforgoodsand 
services usedto operate a nursing facility. 
In the establishmentof a per diem billing 
rate, most costsare allowable while certain 
other costs are not. A definitionof cost and 
a discussionof allowable and non-allowable 
costs is contained in Centers for Medicare 
and MedicaidServices Provider 
Reimbursement Manual (CMS-15-11. In 
addition to those non-allowable costs 
discussed in CMS-15-1,the costs listed 
below are non-allowable. 

e Costs related to lobbyingand 
government 

relations, including costs for 

employees with duties related to 

lobbying and government relations, 

honorariums and reimbursement of 

travel or other expenses of elected 

officials; 


e Memberships in civicorganizations; 

e 	 Out-of-statetravelpaidbythe 
provider for personsother thanboard 
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0 

0 

. 

0 

0 

. 

members orthose employed or 
contracted bythe provider. Out-of­
state travel for provider personnel 
must be related to patient care; 

Vehicledepreciation or vehiclelease 
expense in excess of the lesser of 
IRSlimits per vehicleor the amount 
allowed under Medicare 
reimbursement principles provided, 
however, suchlimits shall not apply 
to specialized patient transport 
vehicles (e.g. ambulances); 

Airtransportvehiclesthatarenot 
used to transport patient carestaff or 
patients. If these vehicles are 
sometimes used for patient carestaff 
or patient transport,the portion of 
cost thatis unrelated to patient care 
staffor patient transportis non­
allowable. For purposes of this 
provision, patientcare staff includes 
only those who are transported in 
order to provide direct medical care 
to an individual patient. 

Fiftypercent (50%) of membership 
dues for national, state, and local 
associations; 

Legal services for anadministrative 
appeal or hearing, or court 
proceedings involvingthe provider 
and the Division or any other state 
agency when judgement or relief isa 
notgranted to the provider.Legal 
services associatedwith certificateof 
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